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Valley Telephone Cooperative, Inc. (Study Area Code 492176)

Dear Ms. Dortch:

Attached for electronic filing is a copy of the redacted public version of the FCC Form
481 of Valley Telephone Cooperative, Inc. (the “Company”) which contains: (1) the Company’s
financial information of required by Section 54.313(f)(2) of the Commission’s Rules (which is
filed in compliance with the Protective Order referenced below); (2) the Company’s updated
five-year plan required by Section 54.313 of the Commission’s Rules; (3) Network Outage

Information and (4) certain unadvertised broadband pricing-related information.

The Company’s FCC Form 481 has been electronically filed with the Universal Service
Administrative Company. Consistent with the Commission’s Protective Order, WC Docket No.
10-90 et al., DA 16-296, released March 22, 2016 and 47 C.F.R. § 0.459 of the Commission’s
Rules, the Company, under separate letter, has submitted the confidential version of the
Company’s FCC Form 481 which contains the Company’s financial information required by
Section 54.313(f)(2) of the Commission’s Rules, the Company’s updated five-year plan and
certain unadvertised broadband pricing-related information.

Attachment

Respectfully submitted,

0.0 s

Thomas J. orman
James A. Overcash

Valley Telephone Cooperative, Inc.
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CONFIDENTIAL INFORMATION — SUBJECT TO PROTECTIVE ORDER BEFORE
THE FEDERAL COMMUNICATIONS COMMISSION

AND
CONFIDENTIAL INFORMATION FILED PURSUANT TO SECTION 0.459 OF THE
COMMISSION’S RULES
June 30, 2016
HAND DELIVERED
Ms. Marlene H. Dortch
Secretary

Federal Communications Commission
445 12 Street, SW
Washington, DC 20554

Re: WC Docket No. 14-58

Submission of Confidential Version of FCC Form 481
for Valley Telephone Cooperative, Inc. (Study Area Code 492176)

Dear Ms. Dortch:

Pursuant the requirements of the Commission’s Protective Order, WC Docket No. 10-90
et al., DA 16-296, released March 22, 2016 (the “Protective Order”) and 47 C.F.R. § 0.459 of
the Rules of the Federal Communications Commission ) (the “Commission” or the “FCC”),
attached for filing is one copy of the confidential version of the FCC Form 481 of Valley -
Telephone Cooperative, Inc.  (the “Company”) which contains the Company’s financial
information required by Section 54.313(f)(2) of the Commission’s rules (which is filed in
compliance with the Protective Order), and the Company’s Annual Progress Report to its five-
year plan (the “Annual Progress Report”)' required by Section 54.313(a)(1) of the

! The Company notes that this Annual Progress Report is required until certain rule changes by the
Commission associated with reporting geocoded locations are approved by the Office of
Management and Budget. See In the Matter of Connect America Fund, et al., Report and Order
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Commission’s Rules, Network Outage Information required by Section 54.313(a)(2) of the
Commission’s Rules and certain unadvertised broadband service pricing-related information
(the latter three items which are filed pursuant to the requirements of Section 0.459 of the

Commission’s Rules).

The Company’s FCC Form 481 has been electronically filed with the Universal Service
Administrative Company on June 30, 2016. Consistent with the Protective Order and Section
0.459, the Company is submitting separately the public version of the Company’s FCC Form
481 which redacts the confidential information from the submission the Company’s Section
54.313(f)(2) financial information and the Company’s confidential information contained in the
Annual Progress Report, the Network Outage Information, and certain unadvertised broadband
service pricing-related information.

Section 54.313(f)(2) Financial Information

In the Protective Order, the Commission established procedures for the submission of
the financial information required by Section 54.313(f)(2) of the Commission’s Rules. The
Protective Order establishes the procedures under which such submission can be made. The
Company respectfully submits that, in good faith, those procedural requirements (which include
copies and specific page headers) have been followed. Thus, under the Protective Order, the
Company respectfully requests that its Section 54.313(f)(2) information be kept confidential.

Sections 54.313(a)(1) Progress Report to Its Five-Year Plan, Section 54.313(a)(2) Network
Outage Information, and Broadband Service Pricing-Related Information :

In addition to its submission of Section 54.313(£)(2) information for which it seeks
confidential treatment, this letter also submits the Company’s Progress Report as part of its
2016 FCC Form 481 submission to its initial five year construction and service improvement
plan submitted by the Company last year.” Further, as part of its 2016 FCC Form 481
submission, the Company also seeks confidential treatment of its Network Outage Information
submission and certain unadvertised broadband service pricing-related information as noted

below.

and Order on Reconsideration, and Further Notice of Proposed Rulemaking, WC Docket Nos.
10-90 et al., FCC 16-33, released March 30, 2016 at paras. 215-216.

-2 Accompanying this letter is the Declaration of Steven D. Metts, Chief Executive Officer
of the Company certifying to the facts stated in this request.
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Pursuant to 47 C.F.R. § 0.459 of the Commission’s Rules, the Company, by Counsel,
hereby requests that the identified portion of the Annual Progress Report Information, the
Network Outage Information and certain broadband service pricing-related information as noted
in sub-section (1), below, be withheld from public inspection. Specifically, the Company
requests that information attached hereto and as required to be submitted in order to be fully
responsive to the requirements found in 47 C.F.R. §§ 54.313(a)(1) and 54.313(a)(2) be withheld
from public inspection because that information contains trade secrets and, as applicable,
commercial, financial, and technical data that is guarded from disclosure to competitors and the
public in the Company’s normal and ordinary course of business.

The Commission requires certain Eligible Telecommunications Carriers (“ETCs”) to file
a five-year service quality improvement plan and Section 54.313(a)(1) then requires an ETC to
provide progress reports regarding that plan over the course of the five years. Similarly, Section
54.313(a)(2) of the Commission Rules requires ETCs to submit information regarding various
network outages triggered by the requirements of this Rule. In addition, these items are
reflected in the FCC Form 481, a form that also includes a line item Line 710 which requires the
disclosure of certain broadband pricing-related information. The Annual Progress Report,
includes a description of upgrades to the Company’s network along with updated estimates
regarding the Company’s proposed major constructions projections as further described and
noted in its Annual Progress Report, including for example, updated estimated capital
expenditures for each project and, if applicable, updated time frames for those projects that were
planned to be completed by the end of calendar year 2015, and how much federal universal
service funding was received (the “Annual Progress Report Information™). The Network
Outage Information reveals certain events experienced by the Company in calendar year 2015
where specific network functions were unavailable to the Company’s customers pursuant to the
descriptions as identified in Section 54.313(a)(2). Line 710 of FCC Form 481 requires, among
other items, the disclosure of residential broadband rates, speeds, and usage allowances.

The Company respectfully submits that its Annual Progress Report Information, its
Network Outage Information, and its unadvertised broadband pricing-related information are
each competitively sensitive and is a “trade secret” which has been defined as “information
which is used in one's business and which gives him an opportunity to obtain an advantage over
competitors who do not know or use it.” See Restatement of Torts §757 (1939). The Annual
Progress Report Information represents the Company’s efforts to comply with the requirements
of Section 54.313(a)(1) of the Commission’s Rules based on the Company’s collective
experience, thought, analysis, and planning along with the Company’s opinion of market trends,
conditions, technologies, and customer preferences arising out of, infer alia, the Company’s
existing operations within the rural areas it serves in New Mexico. Just as would be the case for
one of its competitors and that competitor’s experience, the cumulative effect of this effort
affords the Company “an advantage over competitors™ that do not have access to the

information.
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Disclosure of the Company’s Annual Progress Report Information relates to the existing
and planned improvement and upgrade plans, time frames, and affected customers and locations
would provide competitors with the views and insights of the Company and its business
planning during period covered by this submission and those anticipated network upgrades and
capabilities that the Company believes, all things being equal, are necessary to meet its
obligations under applicable Commission Rules, service commitments and efforts to retain
customers. Improper public access to this Company information would enable existing and
potential competitors to respond preemptively and unfairly by utilizing internal Company
information that is guarded closely and not disclosed to third parties during the normal and
ordinary course of business. ‘Public access to the Company’s Annual Progress Report
Information, therefore, would enable competitors to tailor marketing and/or entry strategies in a
manner that would not be possible but for the provision of the Annual Progress Report
Information to the Commission. Thus, competitors would be able to target and/or modify their
competitive service plans to take advantage of those locations where projects are not underway,
or plan for competitive offerings in those areas where the Company’s plans are known but for

which the competitor had no plans previously.

Similarly, the Company’s provision of Network Outage Information is information not
readily available to the public or to competitors, is filed with the Commission and treated by the
Commission as presumptively confidential. See 47 C.F.R § 4.2. The Network Outage
Information reveals situations where the Company’s efforts to provide continued quality service
was compromised and would allow insights into the responsiveness of ability of the Company
to respond to temporary network outages. In this regard, competitors could obtain insights into
the operations of the Company and its capability to respond to service area issues. Such
knowledge, in turn, would allow competitors to target and/or modify their competitive service
plans to mirror or possibly exceed the Company’s capabilities not previously anticipated by the

competitor as necessary. -

Further, with respect to the Company’s unadvertised broadband pricing-related
information, this information is derived from individually negotiated and engineered requests
from specific customers, reflecting where the Company’s network can capably provide
alternative broadband speed based upon, among other items, the customer’s physical location
proximity to an appropriate network broadband node and the cost of providing the service being
reflected in the agreed-upon rates between the customer and the Company. As aresult, the
Company respectfully submits that if this unadvertised broadband pricing-related information is
publicly available, competitors could obtain insights into the operations of the Company, and its
capability to respond to service requests when network engineering indicates that higher
broadband speeds can be sustained to meet the customer’s specific request. Such knowledge, in
turn, would allow competitors to target and/or modify their competitive service plans to mirror
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or possibly exceed the Company’s capabilities not previously anticipated by the competitor as
necessary.

With respect to these three discrete pieces of information -- the Annual Progress Report
Information, the Network Outage Information and unadvertised broadband pricing-related
information -- public disclosure of any of this information in the Company’s view, would be
inconsistent with the competitive goals of the 1996 revisions to the Communications Act of
1934, as amended (the “Act”). In general, competition is the “effort of two or more parties,
acting independently, to secure the business of a third party by the offer of the most favorable
terms.” Black’s Law Dictionary, Sixth Ed. West Publishing Co., St. Paul, MN (1991). By
contrast, utilization of trade secrets by a firm in order to gain market share would ignore a
fundamental principle of competition, specifically, the pursuit of consumers by two or more
parties “acting independently.” Disclosure of the trade secrets and the use by competitors of the
confidential information contained in either the Annual Progress Report Information, the
Network Outage Information or the unadvertised broadband pricing-related information would
be inconsistent with the competitive objectives of the Act, as the disclosure would allow access
to these three areas of Company information disclosed in response to the FCC Form 481
requirements that would not otherwise be independently available to one of its competitors.

Accordingly, pursuant to Section 0.459(b) of the Commission’s Rules, the following is
provided in support of this request:

(1) Identification of the specific information for which confidential treatment is
sought.

The Company seeks confidential treatment of following Annual Progress Report
Information regarding. The Company seeks confidential treatment of the Voice and Broadband
Upgrade Projects for 2015 as well as the related capital expenditure, operational expenses, and
federal Universal Service Fund utilization data as disclosed in response to Line 112 of the FCC

Form 481.

The Company also seeks confidential treatment of the Network Outage Information as
disclosed in response to Line 220 of the FCC Form 481.

Finally, the Company seeks confidential treatment of certain unadvertised broadband
pricing-related information related to the Company’s individually priced customer service
offerings in response to Line 710 of the FCC Form 481.
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(2) Identification of the Commission proceeding in which the information was
submitted or a description of the circumstances giving rise to the submission.

The Annual Progress Report Information is submitted as a result of the requirements of
Section 54.313(a)(1) of the Commission’s Rules and Section 254 of the Act, as required by
FCC Form 481. See, e.g., In the Matter of Connect America Fund. et al., Report and Order and
Further Notice of Proposed Rulemaking, WC Docket No. 10-90 et al., 26 FCC Red 17663
(2011), gff"d In Re: FCC 11-161, 753 F.3d 1015 (10th Cir. 2014); see also 47 C.F.R. §54.313.
The Network Outage Information is submitted as a result of the requirements of Section
54.313(a)(2) of the Commission’s Rules and Section 254 of the Act, as required by the
Commission with respect to the submission of the FCC Form 481. The unadvertised broadband
pricing-related information is required by the Commission with respect to the submission of the

FCCForm 481.

(3) Explanation of the degree to which the information is commercial or financial, or
contains a trade secret or is privileged.

The Annual Progress Report Information is commercial and financial information, and
contains trade secrets in that it reveals the Company’s timing of, expenditures associated with,
and customer impacts arising from its network upgrade plans for provisioning broadband
services. This information is highly confidential because it describes the Company’s plans for
the network, including: a good faith estimated schedule for such projects; the wire centers
included in such projects; an explanation of projects known or scheduled to be underway in the
future, as well as planned construction projects currently underway; the estimated cost of the
projects; and the estimated population and census blocks to be affected by the project.

Once the requirement to complete Line 220 of the FCC Form 481 is triggered, as is the
case with the Company, the Company respectfully submits that the Network Outage
Information requires the disclosure of trade secret and confidential information regarding, by
way of example, the time and date of a reportable outage, a description of what triggered the
outage, the time when the outage was resolved, the number of affected customers, the impact on
911 facilities (if any), the resolution and preventive steps taken by the Company to avoid a

future outage.

Likewise, based on how the Company responds to specific requests for broadband
service and the technical capability of its network should a customer request specific broadband
services not otherwise publicized by the Company, the Company respectfully submits that the
resulting unadvertised broadband pricing-related information requires the disclosure of trade

secret and confidential information.
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(4) Explanation of the degree to which the information concerns a service that is
subject to competition.

Both the Annual Progress Report Information and the Network Outage Information
relates to the Company’s network, with the formed information relating to the planning and the
status of on-going networks deployments required for the provision for local exchange service
and the provision of broadband internet access service, which are both competitive services. So
too, this same network is implicated by the disclosure of the Network Outage Information as
required by Section 54.313(2)(2) of the Commission’s Rules. To a somewhat similar extent, the
Company’s unadvertised broadband pricing-related information is also based in part on the
Company’s network capabilities but also includes aspects of customer-specific decision making’
regarding, for example, the price for which that service will be offered and agreed to by the
customer. The geographic area in which the Company operates are also covered in part by other
service providers including but not limited to various wireless service providers that compete
with the services provided by the Company as well as s terrestrial-based provider of voice and
broadband over cable television facilities and fixed wireless providers.

(5) Explanation of how disclosure of the information could result in substantial
competitive harm.

In addition to those points raised in response to Subsection 1, above, disclosure of the
Annual Progress Report Information could result in substantial competitive harm by revealing
to competitors the nature and extent of the Company’s business plans to continue to provide the
quality of voice service and broadband internet access service over its network that has enabled
the Company to retain its existing customer base, and the current status of planned network
upgrades disclosed previously. This information, therefore, would enable competitors to
unfairly discover the Company’s existing proposed plans and current status with respect to
those projects it has decided would be necessary to ensure continued high quality service
throughout its service area and its requirements under applicable Commission Rules. Likewise,
the disclosure of the Network Outage Information would provide insights into the Company’s
ability to address certain customer-affecting network events and the responsiveness of the
Company to address those events in a timely fashion.

As explained and described above, the information submitted describes the Company’s
confidential business plans and operational capabilities based on the facts that the Company has
today. Thus, disclosure of the Annual Progress Report Information would provide existing and
potential competitors of the Company keen insights into the Company’s infrastructure plans
based on existing circumstances, as well as the ability to address certain types of network
outages in order to minimize customers’ inability to have continuous network and service
capabilities. These types of insights, in turn, would enable such competitor to craft or update its
business plan to either target those areas where it believes the growth of market share can occur
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vis-a-vis the Company’s non-upgraded facilities or to target its own investment or operational
capabilities in those areas where, but for the Company’s Annual Progress Report Information or
Network Outage Information, the competitor would not have seen the need to invest or improve
its operations to retain or gain market share. So too, public disclosure of the unadvertised
broadband pricing-related information would allow competitors the same types of insights into
the Company’s existing network capabilities as well as provide insights into how the Company
and its customers may determine how specific requests for services are resolved. In such
situations, the competitor may identify areas where it needs to make increased investment or
improve not only its operations but its customer-outreach in an effort to identify other areas
where customer-specific service requests could be pursued.

In such a circumstance, the competitor would be able to “game” the market place by
understanding where its competitor — the Company — believes network improvement dollars are
best spent as well as the timing of such decision and, with respect to the Network Outage
Information, the level of resource commitment and service outage capability that would not
otherwise be known; disclosure of the unadvertised broadband pricing-related information could
allow the competitor to game the market by seeing what customer-specific needs are being met
by the Company on an individualized basis. Such results do not encourage fair competition nor
support fair competition. Rather, such action would undermine competition by enabling
competitors to acquire competitively sensitive information of the Company. That acquisition of
information, in turn, would improperly assist that competitor’s effort to gain customers not as a
result of its own decision making and capabilities but as a result of access to commercially
sensitive information from the Company that reflects the Company’s decision making and

capabilities.

(6) Identification of any measures taken by the submitting party to prevent
unauthorized disclosure.

The Annual Progress Report Information, the Network Outage Information and the
unadvertised broadband pricing-related information as submitted by the Company are each
generally protected to prevent unauthorized disclosure. Disclosure of this information is limited
solely to internal corporate discussions and, where necessary, disclosure to vendors or others
whose participation is necessary to plan or implement such projects (and such disclosure is
made subject to a professional confidentiality obligation).

(7) Identification of whether the information is available to the public and the extent
of any previous disclosure of the information to third parties.

The Annual Progress Report Information, the Network Outage Information and the
unadvertised broadband pricing-related information is not published, nor provided to the public,
nor included in any publicly-available documents or materials of the Company. The
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information has not been disclosed to third parties unless such disclosure is subject to a
professional confidentiality obligation.

(8) Justification of the period duriﬁg which the submitting party asserts that material
should not be available for public disclosure.

The Company submits that the Annual Progress Report Information, the Network
Outage Information and the unadvertised broadband pricing-related information should be
treated as confidential on a permanent and on-going basis. The Annual Progress Report
Information discloses and reveals the Company’s strategy, and provides competitively sensitive
information in that it reveals the Company’s approach to and status of network upgrades and
improvements. The information should be treated as confidential even after the five-year period
described in the Annual Progress Report Information has passed since, to the extent exogenous
events or changed business plans alter the schedules or outcome of the network upgrade plans
described therein, those descriptions and plans may be wholly relevant and applicable in a

successive time period.

So too, the Company’s Network Outage Information should also be treated as
confidential on a permanent and on-going basis. The Network Outage Information discloses
and reveals the Company’s network related operational capabilities to address and resolve
identified types of network outages using the reporting triggers found in Section 54.313(a)(2).
This information provides competitively sensitive information in that it reveals the Company’s
approach to and status of the Company’s commitment to its customers to provide uninterrupted,
high quality telecommunication services. The information should be treated as confidential
even after the five-year period described in the Annual Progress Report Information has passed
since, to the extent exogenous events occur providing a further track record of the Company’s
capabilities, a trend analysis of such responsiveness could be established providing additional
inappropriate insights to competitors of the Company’s operations and capabilities. Thus, the
current Network Outage Information may be wholly relevant and applicable in a successive

time period.

Further, the Company’s unadvertised broadband pricing-related information should also
be treated as confidential on a permanent and on-going basis. The unadvertised broadband
pricing-related information discloses and reveals to an extent the Company’s network related
operational capabilities to address, and the Company’s ability to meet, customer-specific
requests for service based on the Company’s technical capabilities along with the price for
which the customer is willing to pay for the service. This information provides competitively
sensitive information in that it reveals the Company’s approach to and status of the Company’s
commitment to its customers to respond to reasonable requests for services that the Company,
in turn, can engineer in a manner that meets its customer’s expectation for high quality
telecommunication services. Like the Annual Progress Report Information, the Company
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respectfully submits that the unadvertised broadband pricing-related information should be
treated as confidential even after the five-year period described in the Annual Progress Report
Information has passed since, to the extent exogenous events occur providing a further track
record of the Company’s capabilities, a trend analysis of such responsiveness could be
established providing additional inappropriate insights to competitors of the Company’s
operations and capabilities. Thus, the current unadvertised broadband pricing-related
information may be wholly relevant and applicable in a successive time period.

‘(9) Any other information that the party seeking confidential treatment believes may
be useful in assessing whether its request for confidentiality should be granted.

The requested treatment of this information as confidential and proprietary by the
Commission is consistent with the Commission’s policies in addressing other submissions that
contained competitively sensitive information.

For example, with respect to the Annual Progress Plan Information, the Commission
recognized in the Local Competition and Broadband Reporting, Report and Order, CC Docket
No. 99-301, FCC 00-114 (rel. Mar. 30, 2000) that information submitted with Form 477 (Local
Telephone Competition/Broadband Reporting) (the “Form”) implicated concerns related to the
disclosure of competitively sensitive data. The Form requires information regarding the type of
technology used to deliver broadband services, including total connection to end-users,
information transfer rates, and an estimate of the percentage of residential end-user premises in
the provider’s service area to which the provider’s broadband connections could be provided
using installed distribution facilities. The Commission requires the information because it
“conclude[d] that the answers to these questions are necessary to describe and understand the
state of competition for local telephone services and the deployment of broadband services in
diverse areas of the nation.” Id. at 62. As a general matter, these same types of considerations
are, in the Company’s view relevant to the Company’s unadvertised broadband pricing-related
information in that such information reflects the Company’s ability to respond to customer-

specific service requests.

At the same time, however, the Commission also recognized “concern over the potential
for competitive harm that release of the gathered data could cause.” Id. at 1188. While stating
that it was not “making a prospective decision about whether these data elements would satisfy
the Commission’s standard for non-disclosure,” the Commission also stated that it would “not .
.. publish in our publicly available reports individual provider-filed data for the broadband (Part
1) portion of the Form, even where providers do not seek non-disclosure of this data.” Id. at
191 (emphasis added). In fact, rather than require carriers to submit a detailed and specialized
request with the Form, the Commission offered filers a “check-box” on the Form in order to
“mak(e] it easier for providers to request confidential treatment of their data.” Jd at 7190. This
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same approach — the checking of a box to assert confidentiality — is also available to filers of the
financial information required by the submission of the FCC’s FCC Form 499-A and FCC Form
499-Q. See 2016 FCC Form 499-A, line 605 and 2015 Telecommunications Reporting ,
Worksheet Instructions (FCC Form 499-A), Form 499-A at 46; see also FCC Form 499-Q, line
121 and Telecommunications Reporting Worksheet, FCC Form 499-Q (2016) Instructions for
Completing the Quarterly Worksheet for Filing Contributions to Universal Service Support

Mechanisms at 19.

Likewise, and as noted above, when submitting similar outage information, the
Commission’s Rules provide for presumptive confidential treatment. See 47 C.F.R. J4.2. Line
220 seeks, if applicable, the “NORS” file numbers associated with the Part 4 electronic network
outage reporting system contemplated by the Commissions’ Rules. See, e.g, 47 C.FR. § 4.11;
see also https://www.fcc.gov/nors/outage/. The Company respectfully submits that similar
treatment of its Network Outage Information encourages consistent treatment across classes of
similar information, a result clearly advancing the public interest in proper reporting.

The Company respectfully submits that similar concerns that the Commission has
recognized previously regarding the competitively-sensitive nature of carrier data are applicable
here; the data related to current and future plans of Company found in the Annual Progress Plan
Information reflects construction projects reflected in the Annual Progress Report Plan 1s at
least as, if not more, competitively-sensitive than the type submitted in other FCC forms. For
example, unlike the Form 477 Information which describes current broadband capabilities and
FCC Form 499-A regarding prior year revenues and FCC Form 499-Q regarding prior quarter
and projected quarter revenues, the Annual Progress Plan also reflects the Company’s reasoned
business decision making as to future actions and the status of them that it believes are
necessary to ensure quality service over its network. Similarly, the Commission already
requires similar information as that provided regarding the Network Outage Information to be
filed as confidential outside the scope of the FCC Form 481 filing. Consistent confidential
treatment of very similar information as filed in the FCF Form 481 submission is only logical,
appropriate and otherwise consistent with the public interest.

Relief Requested

Therefore, for all of the reasons stated herein, the Company respectfully requests that the
Company’s Section 54.313(f)(2) financial information be treated as confidential under the
requirements of the Protective Order. The Company also respectfully requests that the
Commission to recognize that the Annual Progress Report, Information Network Outage
Information and unadvertised broadband pricing-related information for which confidential
treatment is requested, as described above, be withheld from public inspection. Pursuant to the
requirements of the Protective Order and Section 0.459(a) of the Commission’s Rules, the
materials to which this request applies are submitted physically separated from any materials to
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which the request does not apply and are marked “REDACTED — FOR PUBLIC
INSPECTION”. Moreover, pages containing Section 54.313(f)(2) confidential information are
marked “CONFIDENTIAL INFORMATION — SUBJECT TO PROTECTIVE ORDER
BEFORE THE FEDERAL COMMUNICATIONS COMMISSION.” Further, pages containing
information regarding the Company’s Annual Progress Report Information, Network Outage
Information and unadvertised broadband pricing-related information are marked

“CONFIDENTIAL”.

Respectfully submitted,

' /4
A / //ZMW//
Thomas J. Mborman
James A. O¥Vercash

Counsel for
Valley Telephone Cooperative, Inc.

Attachment

ce: Steven D. Metts
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DECLARATION

I, Steven D. Metts, Chief Executive Officer of Valley Telephone Cooperative, Inc. (the
“Company™), do hereby declare under penalties of perjury that I have read the foregoing request
for confidential treatment and the information contained therein regarding the Company is true
and accurate to the best of my knowledge, information, and belief.

PEREEN

¥ .

/\7\7@@ Date: é /)70//(;
Steven P Metts

Chief Executive Officer
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<010>

Study Area Code

192176

<015>

Study Area Name

VALLEY TEL CQOP* - NM.

<020>

Program Year

2017

<030>

Contact:Name: Person USAC should contact
with questions about this data

Virgil Barnard

<035>

Contact Telepvhone Number:

Number of the person identified in data line <030>

5203848332 ext.

<039>

Contact Email Address: .
Email ot the person identitied in data line <030>

virgil.barnardavte.net

Farm Type

54.313 and 54.122

Page 1
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Pagzs

{400} Number of Camplaints per 1,004 custimers FEC Form 4BL
Data Collection Form OMB Control [¢o.. 3060-0956/0MS Cantrol No.,. 3060-081F
) uty 2013

<010>  Study Area Code o
<015>  Study Area Name VALLE TEL Conll - Lt
<020>  Program Year .
<030>  Contact Name - Person USAC should contact regarding this data vt Earoard
Contact Telephone Number - Number of persan identified in dataline
<035> <030> 5203628532 o,
<0395 Contact Email Address - Email Address of person identified in data line iz harnsntsvee.nee
<030>
Select from the drap-down list to indicate how you would like to-report
<4pp>  Voice complaints (zero or greater) for voice telephony service in the prior’  offered only fixed voice
o calendaryear for each service area in which you,are designated an ETC for
any facilities.you owr, operate, lease, or otherwise utifize.
<410>  Complaints per 1000 customers for fixed voice 0.0
<420>  Complaints-per 1000 customers for mobile vaice
Seject from the drop-down list to indicate how you woilld fiketo réport
<4305  end-user customer complaints {zero or greater) for broadbard service in ~ Offered only fixed broadband
the prior calehdar year for each service areain which you are designated
an ETC for any facilities you own, operate, lease, or otherwise utilize.
<440> . o
Complaints per 1000 customers forfixed broadband 0.0
<450>  Complaints per 1000 customers for mobile broadband

pagas
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Pageé

{500} Can ' ice With Service Quality dards and Cansumer Pratection Rules FCCFarmdRl _ .
Data Caflection Form OME Control No. 3060-0985/0MB Lantrat No, 30600519

July 2013

<010> _Stury Ares Coda 4y
<015>  Sludy Area Mama VATLEZ TEL CODP - 1

<020>  Prozram Year 2517
<030>  CantactHame « Person USAC should contadt regaiding this data Yirgil Bawaacd
<055>__Contact Telephone Number - Numbar af persan ideniifiad in data llne 030> 5203845332 exs.

<03%»  Contact Emall Addéess - Emall Address of persen fdequiied In dzta line <0305 vizmil.kammardivee.sce

<5005 'Cetify compliance with spplicable senvice quality standards and consumer protectian rifes g

49217G~-Nli-Service Quality Standards ami Consumeayr Prntcc:ion-ninsslu.p&f

<510>  Desctiptivs desiment for Serdca Quality Starilards & Contuiner Prolection Rutes Complianza:

Paga

H
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(600} Functionality in Emergency Sltuations FCC Farm 451
Data Collection Form OMB Controf No. HOGD»OL‘JBGIOMB.ConU_n] Ne, 3050-0819
| i July 2013 -

<010>  Study Area Code 582175
<015>  Study Area Name

<020> I"ro;:ram Year

<030>  Contact Namé - Persan USAC should cantact regarding this data

-<035>  Contact Telephone Nismber - Number af ferson jdentified In data line <030>
<039> Contact Email Address - Email Address of persan identificd in data finz <030>-

¢ TEL Coon - 33t

virgll.yarwasfivgé.nes

<€00> Certify compliance regarding ability to function ih emergency situations Yee:

<610> Descriptiva document for Functionality in Emergency Situations 497176 -3 -Enexgancy Situatioos-Line §10.pif

Paga?
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REDACTED - FOR PUBL{g INSPECTIOR

{3005] Reté OF Retith Cirtler Additiosial Docummentation |-

fon Form

<010> Study Area Code 492174

<0155 Study Area Name. VALLEY TEL COQOP - NM
<020> Program Year 2017

<030 Cantact Name = Person USAC should contact regarding this data Virqi 1 Barmard

<035> Contact Telephdne Number - Number of person identified in-data line <030> 5203848932 ext.
virgil.barnardevtc.net

<039> Cantact Email Address - Email Address of person identified in data line <030»

Complete the items below to note compliance with five year sefvice quality ptan {pursuant to 47 CFR § 54.202(a)) and, for privately held carriers, ensuring
compliance with the financial reporting requirements set forth in 47 CFR § 54.313(f){2). lfurther certify that the information reported on this form and in
the documents.attached below Is accurate.

Progress Report on 5 Year Plan
{3009} Carrier certifies to 54.333(F)(1}{iii)
Yos - Attach Cerciticacion

{30104)  Milestone Certification {47 CFR § 52.313{f){1){i}}
: 482176-1{-Broadbnnd Hilastons Cert-Line 3010 .paf
{30108) Piease Provide Attachment Name of Attached Document Listing Required
Infornaticn ’
(30124} Community Anchor Ingtitutions {47.CFR § ¥o - Ho Hew Community Auchorw
54.313(A(3)0)
(30128) Please Provide Attachment Name of Attached Dacument Listing Required
' Information

(3013} Is your company a Privately Held ROR Carrier {47 CFR {Yes/No) @ O

' 554.313(f)(2)} O
{3014) if yes, does your company file the RUS annual report {Yes/No)

Please check these boxesto confirm that the
attached POF, on line.3017, contains the required
information pursuant to § 54.313{f}{2) compliance
requires:

(3015} Electroniz copy-of their annual RUS reparts
{Cpérating Report for Telecommunications

. Borrowers)

(3016} Documentfs} with Balance Sheet, Income Statement
and Statement'of Cash Flows

(3017} If the response is yes on lihe 3014, attach your Name of Attached Document Listing Recuired
company's RUS annual report and afl réquired Information

492176-14-RUS Regort-Line 3017.pdE

documentation .

(3018) If the response Is o op line 3014, Is your company {Yes/Mo} O O
audited?
1f the respanse is yes on line 3018, please check the
boxes below to confirm your submission on fine
3026 pursuant to § 54.313(f){2}, contalns:

(3019) Either a copy of their audited financial statement; or

) {2} a financial report in a format.comparable to AUS

Qperating Report for Telecommunications Borrowers

(3020} Document(s} for Balance Sheet, Income Statement
: and Statement of Cash Elows
{3021} Management letter and/or audit opinjon Issued by

the independent certified public.accountant that
performed the company’s financial audit,

Ifthe response is no-on line 3018, please check the
boxes below to contirm your submission on line
3026 pursuant to § 54.313(f)(2}, contains:

{3022} Copy of their financial statemnent which has been
subject to review by an Independent certified public
accountant; or 2) a financial report in 2 format
comparable to RUS Operating Report for
Telecommunications Borrowers

(3023) Underlying information subjected.to a review by an

» independent certified public accountant

(3024) Underlying Information subjected to an officar
certification.

Jotd o oug

(3025} Document{s} for Balance Sheet, income Statement
and Staternent of Cash Flows

{3026) Attach the worksheet listing required information Name of Attached Document Usting Required
{nformation

page17
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REDACTED - FOR PUBLIC INSPECTION

Pige 19

393178

<010> Study Area Code

<015> Study-Araa Name. VATILRT. 3EL. COOF - 1
<020> Program Year 17

<030> Coptact Name - Person USAC should contact regarding this data Yieois Bernard

<035> Contact Telephone Number - Number of parson Idantifiad In data line <030 >2ciRivIL e
<033> Contact Email Address ~ Email Address of person identified in data line <030> Yergl). b

-4005 Ruraf Broadband Experiment

Authorized Rural Broadband Experiment (RBF) recipients must address the certification for public interest obligations, provide a list of new!ly served

community anchor institutions, and provide a fist of Jocations where broadband has been deployed.

Public Interest Obiligations — FCC 14-98 {paragraphs 26-29, 78}
Please address Line 4001 regarding compliance with the Commission’s public interest obligations. Alf RBE participants must provide a response ta Line 4001,

4001. Recipient certifies that it is offering broadband ta the identified lacations meeting the requisite public
interest obligations consistent with the category forwhich they were selected, including broadband speed,
latency, usage capacity, and rates that are reasonabily cofmparable ta rates for comparable offerings in urhan

areas?
Community Anchor Institutions — FCC 14-98 (paragrqph 75)

4003a. RBE participants must provide the number, names, and addresses of cormm unity anchor institutions fo
which they newly deplayed broadband service In the preceding calendar year. On this line, please respond
{ves —attach new.cammunity anchars; nio ~ no new anchars) to indicate whather this list wifl be provided.

ifyes ta 4003 A, please provide a response for 40038,
4003b. Provide the number, names and addresses  Name of Attached Document Uisting Required Ifrformation
of community anchor Institutions ta which the

recipient newly began providing access to

broadband setvice in the preceding-calendaryear.

Broadband'Deployment Locations ~ FCC 14-98 {paragraph 80}

4004a. Attacha list of geocoded locations to
which broadband fras been deployed as of the
lune 1st immédiately preceding the.luly 1st filing
deadline far the FCC Form.481,

Name of Attached Decument Listing: Required.Information

AQ03b. Attach evidence demonstrating that the
reciplent is meeting the relevant public service
obligations for the identified locations, Materials
must-at least detail the pricing, offered braadband
speed and-data Lsage aflowances avaitable jn the
-Televant geographic area.

Mame of Attached Document Listing Required information

page 19
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Page 20

<010> Study Area Code 492176
<015>  Study Area Namz VALLEY- *EL COOP - NU
<020> Program Year 2017

<030> Contact Name - Persan USAC should contact regardirg this data Virgil Barhard

<035>  Contact Teicphone Number - Humber of barsm:l identified in date line <030> -5203848337 ext.

<039>  Contact Email Address - Email Address of person Identified in data fine 030> virgil.barnardevee.net

TO BE COMPLETED BY THE REPORTING CARRIER, IF THE REPORTING CARRIER IS FILING ANNUAL REPORTING ON ITS OWN BEHALF:

Certification of Officer as to the Accuracy of the Data Reported for the Annual Reporting for CAF or LI Raclpients

{ certify that L.am an officer of the reporting carrier; my responsibilities Include ensurihg the accuracy of the anhuat reporting requirements for universal service support
recipients; and, to the best of my knowledge, tie Information reported on this form and in‘any attachments js accurate,

Name of Reporting Carrier:

VALLEY TEL COQP -~ MM

Signature of Authorized Officer:

CERTIF1ED ONLINE,

Dste  06/30/2016

Printed name of Authorized Officer;

Steven Metts

Title or position of Authorjzed Offjcar: CEQ

Study Area Code of Reporting Carrier:

Telephane number of Authorized Officer: 3203847231 ext.

292176

Filing Due Date for this farm:

07/01/2016

Parsons willfully making false statements on this form can be punished by fine or forfaiture under the Communications Act of 1934, 47 U.5.C, 8§ 502, 503{k), or fine or imprisonment

under Title 18 of the United Stafes Code, 18 U.5.C. § 1001,

Page 20
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Page 21

492178

<010>  Study Area Code

<015>  Study Area Name VALLEY TEL COOP - N

<020>  Program Year 2017

<030>  Coritact Namé - Person USAC shaiild contact regarding this data Virgil Barnard
5203H4B932 ext,

<03S> Contact Telephonie Number ~ Number of parson identified in data line <0305

<039> _Contact Email Address - Email Address of person identified i data line <030>  virgil barnardevtc.nel

TO BE COMPLETED BY THE REPORTING CARRIER, IF AN AGENT IS FILING ANNUAL REPORTS ON THE CARRIER'S BEHALF;

Certification of Qfficer to Authorize an Agent to File Annual Reparts for CAF or L Recipients on Behalf of Reporting Carrjer

is autﬂon’zed to submit the information reported on hehalf of the reporfing carrier. |

| certify that {Name of Agent)
t the annual data reporting requirements provided to the authorizod

aiso certify that f am an officer of the repodting carrjer; my responsibilities include ensuring the accuracy o
agent; and, to the best of my knoviledge, the reports and data provided ta the authorized-agent is accurate.

Name of Authorized Agant:

Name of Reporting Carfier:

Signature of Authorized Officer; Date:

Printed name of Authorized Officer;

Title or position of Authorized Officer:
Telephone number of Authorized Gfficer:

Study Area Code of Reporting Carrier: Filirig Due Date for this form:

FPersons willfully making false statements on this farn can be punished by fine or forfefture under the Communications Act of 1934,
under Title 18 of the United States Code, 18 U.S.C. § 1001,

47 U.5.C. §§ 502, 503(b),.or fine or imprisonment

TO BE COMPLETED BY THE AUTHORIZED AGENT:

Certification of Agent Authorized to File Annusl Reports for CAF or LI Recipients on Behalf of Reparting Carrier

}, as agint for tha reporting carrier; certify that | am authcrlzed to submit the annoal reports for universal service support. recipients on behalf of the rep orting carrler; | have pravided
the datareported hereln based on data pravided by'the reporting carrier; and, to the best of my knowledge, the Information reparted hereln is accurate,

Name of Reporting Carrier:

Name.of Authorized Agent Firm;

Signature of Authorized Agent or Employee of Agent:

Name of Authorized Agent Employee:

Title or position of Autharized Agent or Erployee of Agent
Telephone number of Authorized Agent or Employee of Agent:

Date:

Flilng Due Date for this form:

Study Area Code of Reporting Carrisis
, 47 US.C. §5 502, S03({b), or fine or impriscament under Title

false statements on this form can be punished by fine or forfeiture under the Communications Act of 1934
18 of the Uriited Statas Cade, 18 US.C §1001.

Persons willfully making

Page 21
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Attachments
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(200} Service Outage Reporting (Voice) . FCC Form 481
Data Collection Form . OMB Caritrol No.3060-0986/0MB Contral No, . 3060-0819
July 2013
<010>  Study Area Code 482178
<015>  Study Area Name VALLEY TEL €OOP - MM
<020> Program Year 2017
<030>  Contact Name - Person USAC should contact regarding this data virgil Barnard
<035> _Contact Telephone Number - Number of pefson identified in data fine <0305 5203848932 mut.
<039>  Contact Email Address - Email Address of person identified in data line <030> Yiredd .barnardivie.net
<210> Far'the prior calendar year, were there any reportable voice service outages? Yes
<220>
<a> <b1> <h2> <b3> <t4> <¢1> <C2> <d> <> <f> <g> <h>
NORS outa mh_m n Service Outage Did This D:wunn
Reference ge Outage | Numberof | Total Facilities Deemimtion (Coack Affect Multiple . .
Nurmber QCutage Starf  Start Qutage End{ End Customers | Numberof | Affected all »Mun apply) Study >;.$ Service o..:mmm Preventative
Date Time Date Time Affected | Customers |(Yes/No) PPy {Yes / N& Resolution Procedures

NOILLOAdSNI OI'Td/1d 404 - ALOVdAHd Y




REDACTED - FOR PUBLIC INSPECTION

Response to Line 510

Description of Efforts in Compliance With
Service Quality Standards and Consumer Protection for Voice and Broadband Networks

VaHey-Teléphone Cooperative, Ine,

SAC492176

f

. Valley Telephone Cooperative, Inc. {the Company) is a wireline rural local exchange cartier serving as an
ETCin southeast Arizona and southwest New Mexico. The company complies with all state and federal
service quality-and consumer protection standards.

The Company continually strives to maintain the highest customer satisfaction by consistently going
beyond the minimum standards of service quality and consumer protection. The Company regularly
trains all customer contact personne! in CPN! and Red Flag rules in order to maintain strict compliance.
This training is désigned to enforce compliance with relevant state standards for consumer protection

and quality of service.
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Response to Line 610
Certification of Functionality in Emergency Situations for
Valley Telephone Cooperative, Inc,

SAC 4392176

Valley Telephone Cooperative, Inc. (the Company) is a wireline rural local exchange carrier serving as an
ETCin southeast Arizona and southwest New Mexico.

In order to assure reasonable baclk-up power to protect functionality in the event of failure of the
external power grid the Company has equipped all central offices with a minimum of eight hours of
battery backup plus stationary generators with on-site fuel supplies that are capable of a minimum of
one week run time. All remote carrier facilities are equipped battery backup that is designed to last at
least eight hours. The Company maintains an additional generator on wheels that can be deployed in
the event of a need. All batteries are routinely maintained and replaced as needed. All generators are

regularly tested and serviced to assure readiness,

The network employed by the Company has elactronic redundancy in all layer 3 network segments and
most layer 2 network segments. The Company has the ability to route traffic remotely in outage or
emergency situations in layer 3'and most layer 2 networks.

The Company has the capability to prioritize traffic in emergency situations.
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(710) Broadband Price Offerings
Data Coflection Form

FCC Forgy481

‘OMB Coritrol. No, 3060:0986/0M8 Control No; /3060-0819

July'2013

<010> Study Area Cade

492476

<015> 'Study Area Narme

VALLEY TEL COOF

~ MM

<020> Program Year

2017

,S030> Contact Name:-Persan USAC should contact regarding this data

virgil Barnazd

<035> Coptact Telephone Number - Number of person identified in data line <030>

5202448932 exc.

<039> Contact Email Address - Email Address of person identified in data line <030

virgil,parnardavte.net

<711> <adS L el

<bi>

v

<d2>

589999.0¢

<dls <d3> <dd>
i . . s300 Usage Allowance
ctare Exchange (ILEC) Residential State Regulated Total Rates mwcmnwm:n Service - Broadband Service  [Usage Allowance Action Takér
Rate Feés ‘and Fees Pownload Speed  |1)n(oa4 Speed (Mhps)| (GB) K
{Mbps) When Limit Reached {select}

Az ALL i9.95 a.6 19,85 15 o.s 9598950 other, Unlimited Usage
Az ALL 4995 a.0 48,58 1.0 0.5 5995950 Qthex, Unlimited Usage
Az ALL Qther, Unlimited Usage

59,95 0.0 59,35 20.0 5. 599295.0 Othexr, Unlimited Usage
A% ALL .69.95" 0.0 698,95 30.0 3.0 9995955,0 other, Unlimited Usage
AL ALL 79.95 0.¢ 75.55 40.D 3. 9999590 Other, Unlimited Usage
NM ALL 39.95 0.8 39.95 1.5 0.5 9985990 Qtrier, Unlimited Dsage
i ALL 49,55 a0 45.95 3.0 0.5 9999550 orher, Unlimited Usage
M ALL | 59,05 0.0 558 5.0 0.5 99989550 Otherx, Unlimited Usage
KM ALL 59.95 0.0 55.95 0.0 5.0 999399.0 other, Unlimired Usage
M ALL 69,95 0.0 69,95 1D.0 3.0 959995 .0 Other, Unlimited Usage
M ALL 9,85 0.t 73,95 40.0 _— 5599580 . Gthiew, Unlimited Usage

NOILLOAdSNI OI'Td/1d 404 - ALOVdAHd Y
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REDACTED - FOR PUBLIC INSPECTION |

Response to Line 1010
Valley - Telephone Cooperative, inc.
Study Area 492176

Voice Services Comparability Report

Pursuant to 47 C.F.R. § 54.313 (a} (10) Valley Telephone Cooperative, Inc. (“Valley”) is in compliance
with the requirement that voice services is no more than two standard deviations above the pational
average urban rate for voice service of $41.07 as specified in Public Notice DA 16-362 issued on April 5,
2016. Valley's current total local énd-user rate? of $17.44 (which includes a local fea of $16.00 and
surcharges and any EAS) is not above the standard deviation as specified in the USF/ICC.Transformajcion

Order. ?

! Local End User Rate as defined in USF/ICC Transformation Order 26 FCC Red at 17751, Para. 238

# USF/ICC Transformation Order, 26 FCC Red at 17694, Para. 84 {footnate included) “The standard deviation is a
measure of dispersion. The sample standard deviation is the square root of the sample variance, The sample
variance is calculated as the sum of the squared deviations of the individual observations in the sample of data
from the sample average divided by the total number of observations in the sample minus one, In 2 normal
distribution, about 68 percent of the observations lie within one standard deviation above and befow the average
and about 95 percent of the observations lie within two standard deviations.above and below the average.”
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Response to Line 1030
Valley Telephone Cooperative, inc.
492176

Broadband Services Comparability Report

Pursuant to 47 C.F.R. § 54.313 (a) (11) Valley Telephone Cooperative, Inc. (“Valley”) charges a
residential rate of $59.95 for broadband providing 10 Mbps download, 1.5 Mbps upload, and an
unlimited usage allowance. This rate is lower than $75.26, which Is the 2016 reasonable
comparability benchmark for the same offering established by the Wireline Competition

Bureauy,!

t Wireline Competition Bureau Announces Results of 201 6Urban Rate Survey for Fixed Voice and Broadband
Services aiid Postirg of Survey Data and Explanatory Notes, Public Notice, WC Docket No, 10-90, DA 16-362 (rel,

April 6, 2016).
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Response to Line 1210
Description of Lifeline Terms and Conditions
Valley Telephone Cooperative, Inc, i

SAC 492176
Valley Telephone Cooperative, Inc, (the Company) is a wireline rural local exchange carrier serving as an ;
ETC in southeast Arizona and southwest New Mexico, The lifeline service offered has unlimited local

calling and equal access to the long distance provider of the customer’s choice.

The Company is an equal aceess ILEC and therefore provides all customers the option to utilize the toll

provider of their choice.

The residential rate for local service from July 1, 2015 to June 30, 2016 was $16.00 in Arizona and $16.00
in New Mexico before consideration of the applicable state and federal lifeline discounts.
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Response to Line3010
Valley Telephone Cooperative, Inc,
Study Area 492176

Milestone Certification

Pursuant to 47 C.F.R. § 54.202(a) Valley Telephane Cooperative, Inc. {“Valley”) provides this certification
that it is taking reasonable steps to provide upon reasonable request broadband speeds of at least 10
Mbps downsiream_/l Mbps upstream, with latency suitable for real-time applications, including Voice
over Internet Protocol, and usage capacity that is reasonably comparable to offerings in urban areas as
determined in an annual survey as specified in Public Notice DA 16-362, and that requests for such
service are met within a reasonable amount of time. Detalls for how Valley is meeting its goals of
serving rural customers.while satisfying required obligations are specified within the FCC Form 481

annual filing.

}J
|
i



According 1o the Paperwork Reduction Act ol 1595, an agency

OMB conlrol number for this inforntation collection is 0572-003
searching existing data sourees, gathering and mainaining ths data nesde
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may not conducl or sponsor, and a person is nol vequired fo respond o, a callection of information unless it displays a valid OMB control nunsber, The valid

1. The time required 10 complete this informalion colection is estimated to average 4 hours per response, including the time for reviewing instructions,
d, and completing and roviewing the collection of information.

{JSDA-RUS

OPERATING REPORT FOR
TELEGOMMUNICATIONS BORROWERS

This data will be used by RUS to revivw sour financial stivation. Your respase Is required by 7 US.C. 9 et seq.
and, subject to federal laws and regulations regarding fAdential information, witl be ireaied ox confidential,

BORROWER NAME

valley Telephone Cooperative, Inc.

(Prepared with Audited Data)

INSTRUCTIONS-Submit report to RUS within 36 days after close of the period.

PERIOD ENDING BORROWER DESIGNATION
December, 2015 AZ0507

{0 the best af our knowiedge and belief.

have bean fulfilied in 2l matenial respacts

We hereby certify that the entries in this report are

ALL INSURANCE REQUIRED BY 7 CFR PART 1788, CHAPTER
RENEWALS HAVE BEEN QBTAINED FQR ALL POLICIES,

DURING THE PERIOD COYERED 8Y THIS REPORT PURSUANT T PART 1788 OF 7CFR CHAPTER XVII
(Check one of the follawing)

Ali of the obligations under the RUS [oan dacuments

For detailed Instrictions, see RUS Bulletin 1744-2. Report in whole dollars onfy.

CERTIFICATION
i acenrdance with the accounts and other records of the systent and reflect the status of the system

XVI1L, RUS, WAS IN FORCE DURING TIIE REPORTING PERIQD AND

D There has bsen a default in the tulfiliment of the obligations
under tha RUS loan documents. Said default(s) isfare
specifically described in the Telecom Operaling Repor

1. Cash and Equivalenis

2. Cash-RUS Construction Fund

3. Affiiates; "
a. Telecom, Accounts Recejvable
b. Qther Accounts Recsivable

c. Notes Regsivable

4. Non-Affiliates:
a, Telecom, Accounts Receivable
b. Other Accounts Recalvable

c. Notes Recsivable
. Interest and Dividends Receivable
. Material-Regulated
. Maleriai-Nonregu!_ated

@ |~ o (o

. Prepaymenis

9. Other Current Assels
10. Total Current Assets {1 Thru 8)
NONCURRENT ASSETS '
11, Investment in Affiliated Companies
a. Rbral Development

b, Nonsurat Devalopment
12. Other [nvestments

a. Rural Development
b, Nonrura] Development
13. Nonregulaled Investments

14, Other Noncunrent Assats

14, Deferred Charges

18. Jursdictional Differences

17. Total Noncurrent Assets {11 thru 16)
PLANT, PROPERTY, AND EQUIPMENT
18. Telecom, Plant-in-Service

18. Property Held for Futuré Usa

20, Plaﬁt Undar Constrdc(ion )

21. Plant Ad)., Nonop. Plant & Gogdwil
22. Less Accumulated Depreclation

23. Net Plant {18 thru 21 less 22)

24, TOTAL ASSETS (10+17+23)

Steven Metfts 3/31/2016
DATE
, PART A. BALANGE SHEET
BALANCE BALANCE BALANCE BALANCE
ASSETS PRIOR YEAR END OF PERIOD LIABILITIES AND STOCKHOLDERS' EQUITY PRIOR YEAR END OF PERIOD
CURRENT ASSETS o | CURRENT LIABILITIES T~

25, Accounts Payable
26. Noles Payable

27, Advance Billings and Payments

28. Customer Deposils

29. Current Mat. L/T Debt.

30. Current Mat, /T Debt-Rur. Dav.

31, Curreni Mat.-Capital Leases

32, Income Tékes Accrued )

33, Other Taxes Accrued

34, Other Cumrent Liabilties

35, Total Cyrrent Liabilities {25 thry 34)
LONG-TERM DEBT

36. Funded Debt-RUS Notes

37. Funded Debt-RTE Notes

38, Funded Dabt-FiFB No(és

39, Funded Debt-Other

40, Funded Dsbt-Rural Develop, Loan
41. Premlum {Discount) on L/T Debt
42, Reacql_)ifed Debt

43, Obligations Under Capital Lease
44, Adv. From Affilated Companies

45, Other Long-Term Debl

45. Total Long-Term Debt {36 thru 45)
OTHER LIAB. & DEF. CREDITS
47. Qther Long-Term Liabliittes

48, Qther Defened Cradits

43, Other Jurisdictional Differences -
50. Total Other I_‘Iabl!iu.es; and Deferred Credits (47 thru 48}
EQUITY T

51, Cap. Stock Outstand. & Subscribed
52. Additional Paid in-Capltal

53. Tréasury élock

54. Membershlp and Cap. Certificates
55. Qther Capital

56. Palronage Capilat Credis

57. Retained Earnings or Margins

58, Total Equity {51 thru 57)

63, TOTAL LIABILITIES AND EQUITY {36+46+650+88)

Total Equity = W% % of Total Assels Page 1 0f6
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USDA-RUS BORROWER DESIGNATION

AZQ507

OPERATING REPORT FOR
TELECOMMUNICATIONS BORROWERS PERIOD ENDING

December, 2015

INSTRUCTIONS- See RUS Budletin 1744-2
PART B. STATEMENTS OF INCOME AND RETAINED EARNINGS OR MARGINS

ITEM '
PRIOR YEAR THIS YEAR

Local Network Services Ravenues

Network Acgess Services Revenues

Long Distance Network Services Revenues
Carrier Billing and Collection Revenues
Misgellaneous Revenues

Ungollectible Revenues

Net Operating Revenues (1 thru § less 6}
Plant Specific Operations Expense

Plant Nonspecific Operations Expense {Excluding Depreciation & Amortization)
Depreciation Expense

. Amortization Expense

. Customer Operations Expense

Corpurate Operations Expense

Total Operating Expenses (8 thru 13}
Operatirig Inccme or Margins (7 less 14}

Other Operating Income and Expenses

. State and Local Taxes ‘

. Federal Income Taxes

Other Taxes

. Total Operating Taxes {17+18+18}

. Net Operating Income or Margins (15+18-20}

. Interest on Funded Debt

. Interest Expense - Capifal Leases

. Other Interest Expense

. Allowance for Funds Used During Construction

. Total Fixed Charges (22+23+24-25)

., Nonoperating Net Income

, Extraordinary items

. Jurisdictional Differences

., Nonregulated Net Income

. Total Net Income or Margins (21+27+28+29+30-26)
Total Taxes Based on income ‘ '
. Retained Eamings orMargiris Beginning-of-Year
. Miscelianeous Credits Year-io-Date

Dividends Declared {Common)

Dividends Declared {Preferred)

Other Debits Year-to-Date

. Transfers to Palronage Capital

Retained Earnings or Mhréins End-of-Period [{31+33+34) - (35+36+37+38)]
. Patronage Capital Beginning-of-Year

. Transfers to Patronage Capital

. Patronags Cabital Credits Retired

Patronage Capital End-of-Year (40+41-42)

. Annual Debt Service Paymants

. Cash Ratie {(14+20-10-11) /7]

. Operating Accrual Ratio [(14+20+26) / 7]

TIER [(31+26) / 26]

, DSCR [(31+26+10+11) / 44]
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USDA-RUS BORROWER DESIGNATION

AZ0507

OPERATING REPORT FOR
TELECOMMUNICATIONS BORROWERS PERIOD ENDED

December, 2015

INSTRUCTIONS - See RUS Bulletin 1744-2

Parf C, SUBSCRIBER (ACCESS LINE), ROUTE MILE, & HIGH SPEED DATA INFORMATION

1. RATES "~ 2, SUBSCRIBERS [ACCESS LINES} 3. ROUTE MILES
EXCHANGE B8-1 R-1 BUSINESS RESIDENTIAL TOTAL TOTAL FIBER
(including fiber)
(2) () {a) (1)) {e) a ()]

MobileWireless

Route Mileaga
Quiside Exchange
Area

Total ] — e
No. Exchanges i

{a)
Playas 21.53 16.00
Columbus/Las 21.53 16,00 ‘
Palomas
Animas 21.53 46.00
Portal/Rodso 20.64 16.00
Sunizena 19.75 16.00 :
Pearce 18.75 18.00
Bonita_ 19.75 16.00
San Simon 18.75 16.0¢
Bowia 19.75 16.0C0

.
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{YSDA-RUS BORROWER DESIGNATION
AZ0507

OPERATING REPORT FOR

TELECOMMUNICATIONS BORROWERS ‘ PERIOD ENDED
December, 2015

INSTRUCTIONS - See RUS Bulletin 1744-2

Part C. SUBSCRIBER (ACCESS LINE), ROUTE MILE, & HIGH SPEED DATA INFORMATION
4, BROADBAND SERVICE

Details on Least Expenslve Broadband Service
EXCHANGE | No, Access Lines | No Of Broadband Number Of Advertised Advertised Price Per Month | Standalone/Pckg Type Of
with BB Subscribers Subscribers Downioad Rate Upload . Technclogy
available {Kbps}) Rate (Kbps)
@ ®) (c} )] (&) 0] 0 (g) ‘
Playas | ] StandAlone DSL
Columbus/Las StandAlone DSL
Palamas
Animas StandAlone DSL
PortaliRodeo StandAlone DSL
Sunizona StandAlone DSL
Pearce StandAlone DSL
Bonita StandAlane DSL
San Simen StandAlone DSL
Bowie StandAlone DSL
Total
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USDARUS BORROWER DESIGNATION
AZ0507

OPERATING REPORT FOR

TELECOMMUNICATIONS BORROWERS PERIOD ENDING
December, 2015

INSTRUCTIONS- See RS Bulletin 1744-2

PART D. SYSTEM DATA

1. No, Plant Employees 2, Ne. Otjier Employees 3. Square Miles Served 4. Access Lines per Square Mile - 5, Subseribers per Route Mile .
o - g o

PART E. TOLL DATA

1. Study Area 1D Code(s) 2, Types of Toll Settlements {Check one}
a,_ [nterstate: D Average Scheduie Cost Basls
S ]
c, Intrastate: D Average Schedule Cost Basls
d.
8.
i
g'_..__———-—-
h‘__,...__—-——
]
e

PART F. FUNDS INVESTED IN PLANT DURING YEAR

. Salvaged Materials
Gontripution in Aid to Consiruction

. Gross Addtlions to Telecom. Plant {1 thru 7) m

PART G. INVESTMENTS IN AFFILIATED COMPANIES

1. RUS, RTB, & FFB Loan Funds Expended

2. Other Long-Tem Loan Funds Expended

3. Funds Exgended Under RUS Interim Approval

4. Other Short-Term Loan Funds Expended

5. General Funds Expended {Qther than lnterm) o
5 o
7.

8

CURRENT YEAR DATA CUNMULATIVE DAT'A
) Cumulative Cumulativa
INVESTMENTS nvestment income/Loss Investment Incoma/Loss Current
This Year This Year To Date To Dats Balanca
] &) {? @ e 17
1. Investment In Affiliated Companies - Rural Development %_m . ]
2. Investment in Affilated Companies - Nonrurabb Development

Page 5 0f 6
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USDA-RUS BORROWER DESIGNATION
OPERATING REPORT FOR A%8507
TELECOMMUNICATIONS BORROWERS PERIOD ENDING

December, 2015

PART H. CURRENT DEPRECIATION RATES

Are corporation's depreciation raies approved by the regulatory authority
with jurisdiction over the provision of telephone services? (Check one)

YES 1] wo

DEPRECIATION RATE

EQUIPMENT CATEGORY
1. Land and support assets - Moter Vehicles 33.00%
2. Land and éupport assels - Aircraft .
3. Land and support assets - Special purpose vehicles 20.00%
4. Land and support assels - Garage and ather work equipment 20.00%
5. Land and support assets - Buildings 4.00%
8. Land and support assets - Furniture and Office equipment 10.00%
7. Land and support assets - General purpose computers 20,00%
8. Central Office Switching - Digital 9,00%
9. Central Office Switching - Analag & Electro-mechanical 5.00%
10, Central Office Switching - Operator Systems
11, Central Office Transmission - Radio Systems 5.00%
12. Central Office Transmission - Circuit equipment 9.00%
13. Information origination/termination - Station apparatus 8.00%
14. Information originafidh/terminaﬁon - Customer premises wirlng
15. Information origination/termination - Large private branch exchanges
16. Information origination/termination - Public telephone terminal equipment
17. Information origination/termination - Other terminal equipment
18. Cable and wire facilities - Poles 10.00%
19. Cable and wire facilities - Aerial cable - Metal 6.00%
20. Cable and wira facilities - Aerlal cable - Fiber 6.00%
21. Cable and wire facilities - Underground cable - Metal 4.00%
20 Cable and wire facilities - Underground cable - Fiber 4.00%
23. Cable and wire facilities - Burled cable - Melal 5.00%
24. Cable and wire facilitiés - Buried cable - Fiker 5.00%
25. Cable and wire facilities - Conduit systems 4.,00%
26. Cable and wire facilities - Other 20.00%

Page 6 of 6
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USDA-RUS BORROWER DESIGNATION
AZ0507
OPERATING REPORT FOR
TELECOMMUNICATIONS BORROWERS PERIOD ENDED
December, 2015
INSTRUCTIONS — See help in the online application.

PART | - STATEMENT OF CASH FLOWS

1. Beginning Cash {Cash and Equivalents plus RUS Construction Fund)
CASH FLOWS FROM OPERATING ACTIVITIES

2, Net Income

Adjustments to Reconcile Net income to Net Cash Provided by Qperating Activities

3.  Add: Depreciation
4. Add: Amortization

5. Other (Explain)
Deprec Allocated to Affiliate Companies

. Changss in Operating Assets and Liabilities
Decrease/{increase) in Accounts Recelvable
Decrease/(Increase) in Materials and inventory
Decreasef(Increase) in Prepayments and Deferred Charges
9.  Decreasefincrease) in Other Current Assets
10.  Increase/(Decrease) in Accounts Payable
11,  Increasef(Decrease) in Advance Blllings & Payments
12, Increasel(Decrease) in Other Current Liabilities
43.  Net Cash Provided/{Used) by Operations

' CASH FLOWS FROM FINANCING ACTIVITIES

14. 'Decrease/{Increase) in Notes Receivable
15,  Increase/(Decrease) in Notes Payable
16.  Increase/(Decrease) In Customer Deposits
17.  Net Increase/(Decrease) in Long Term Debt {Including Current Maturities)
18.  Increase/(Decrease) in Other Liabilities & Deferred Credits
19,  Increase/{Decrease) in Capital Stock, Paid-in Capital, Membership and Capital Cerificates & Other Capital
20, Less: Payment of Dividends
21,  Less: Patronage Capital Credits Retired

22.  Other (Explain}
Misc A/R Adjustments

eINle

23.  Net Cash Provided/(Used) by Financing Activities
. CASH FLOWS FROM INVESTING ACTIVITIES
24,  Net Capilal Expenditures {Property, Plant & Equipment)
25, Other Long-Term investmenis '
26.  Other Noncurrent Assels & Jurlsdictional Differences

27,  Other (Explain)
Plant Adjustments

28. Net Cash Provided/{Used) by Investing Activities
29. Net Iincreasel{Deacrease)} in Cash
30, Ending Cash

Revision Date 2010
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USDA-RUS BORROWER DESIGNATION
OPERATING REPORT FOR AZ0507
TELECOMMUNICATIONS BORROWERS
INSTRUCTIONS - See RUS Bulletin 1744-2 PERIOD ENDED
December, 2015

NOTES TO THE OPERATING REPORT IFOR TELECOMMUNICATIQNS BORROWERS
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USDA-RUS BORROWER DESIGNATION

OPERATING REPORT FOR AZ0507

TELECOMMUNICATIONS BORROWERS
INSTRUCTIONS - See RUS Bulletin 1744-2 PERIOD ENDED

Decernber, 2015

CERTIFICATION LOAN DEFAULT NOTES TO THE OPERATING REPORT FOR TELECOMMUNICATIONS BORROWERS
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BOLINGER, SEGARS, GILBERT & Moss, L.L.P.

CERTIFIED PUBLIGC ACCOUWNTANTS
PHONE: (B068) 747-2B08

.FAX1 (BD®) 747-28153
B21% NARHVILLE AVENUE

LUBBOCK, TEXAS 79423-1954

independent Auditor’s Report

Board of Directors
Valley Telephone Cooperative, Inc. and Subsidiaries
Willcox, Arizona

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of Valley Telephone Cooperative,
Inc. and Subsidiaries, which comprise the consolidated balance sheets as of December 31, 2015 and
2014, and the related consolidated statements of income, comprehensive income and patronage capital,
and cash flows for the years then ended, and the related notes to the consolidated financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with accounting principles generally accepted in the United States of America;
this includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to fraud

or efror.
Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits.
We conducted our audits in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the consolidated financial statements are free of

material misstatement.

An audit includes performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditor's judgment,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation to the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

1-
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Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Valley Telephcne Cooperative, Inc. and Subsidiaries as of December 31,
2015 and 2014, and the results of their operations and their cash flows for the years then ended in
conformity with accounting principles generally accepted in the United States of America.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 17,2016, -
on our consideration of Valley Telephone Cooperative, Inc. and Subsidiaries’ internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on the internal control over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government Auditing Standards and should be considered in
assessing the results of our audits.

oy Aogere, Bl § Ploee £LP

Certified Public Accountants
Lubbock, Texas

March 17, 2016
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3
VALLEY TELEPHONE COOPERATIVE, INC. AND SUBSIDIARIES
Exhibit A
CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2015 AND 2014

ASSETS
Decebr31 ,

CURRENT ASSETS
Cash and Working Funds
Cash - RUS Construction Funds
Temporary Cash Investments
Telecommunications Accounts Receivable (Less allowance for uncollectible
accounts of J R 2015 and JEn 2014)
Accounts Receivable - Other
Materials (At average unit cost)
Current Deferred Income Taxes
Other Current Assets

NONCURRENT ASSETS
Investments in Associated Organizations
Investments in Affiliated Companies
Other Non-Current Assets

PLANT, PROPERTY, AND EQUIPMENT
Telecommunications Plant in Service
Telephone Plant Acquisition Adjustment
Plant Held for Resale
Plant Under Construction

Less: Accumulated Depreciation and Amortization

TOTAL ASSETS

LIABILITIES AND MEMBERS' EQUITY

CURRENT LIABILITIES
Current Maturities of Long-Term Debt
Accounts Payable - Trade
Customer Deposits
Accrued Operating Taxes
Accrued Compensated Absences
Other Current and Accrued Liabilities

LONG-TERM LIABILITIES
RUS Notes - Less Current Maturities
RTB Notes - Less Current Maturities
Accrued Post-Retirement Benefit Obligation

OTHER LIABILITIES AND DEFERRED CREDITS
Deferred Credits
Non-Current Deferred Income Taxes

MEMBERS' EQUITY
Memberships
Patronage Capital
Other Equities
Other Comprehensive Income

TOTAL LIABILITIES AND MEMBERS' EQUITY

The accompanying notes are an integral part of these financial statements.
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A-

VALLEY TELEPHONE COOPERATIVE, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME, COMPREHENSIVE INCOME,

AND PATRONAGE CAPITAL

FOR THE YEARS ENDED DECEMBER 31, 2015 AND 2014

OPERATING REVENUES
Local Network Services
Network Access and Long Distance Services
Gross Profit From Other Services
Miscellaneous
Uncollectible Revenues

OPERATING EXPENSES
Plant Specific Operations
Plant Nonspecific Operations
Depreciation Expense
Customer Operations
Corporate Operations

NET OPERATING MARGINS
OPERATING TAXES - Property and Other
NET OPERATING MARGINS BEFORE FIXED CHARGES

FIXED CHARGES
Interest on Long-Term Debt
Other Interest Expense
Allowance for Funds Used During Construction

NET OPERATING LOSS

NONOPERATING INCOME AND (EXPENSE)
Interest and Dividends
Affiliated Company
Amortization of Telephone Plant Acquisition Adjustment
Other Nonoperating Income

NET INCOME BEFORE INCOME TAXES
INCOME TAX EXPENSE
NET MARGINS

OTHER COMPREHENSIVE INCOME, NET OF TAX
Unamortized Accumulated Post-Retirement Benefit Obligation Other than Pensions

COMPREHENSIVE INCOME

Federal Excise Tax Refunds
Net Patronage Margins in (Excess) of Taxable Patronage Margins
Unamortized Accumulated Post-Retirement Benefit Obligation Other than Pensions

INCREASE IN PATRONAGE CAPITAL

PATRONAGE CAPITAL - BEGINNING OF YEAR
Patronage Capital Retired

PATRONAGE CAPITAL - END OF YEAR

Exhibit B

Dcember 31,




REDACTED - FOR PUBLIC INSPECTION

-5-
VALLEY TELEPHONE COOPERATIVE, INC. AND SUBSIDIARIES
Exhibit C
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2015 AND 2014

December 31,
2015 2014

CASH FLOWS FROM OPERATING ACTIVITIES
Net Margins (Exhibit B) - Including Excise Tax Refund
Adjustment to Reconcile Net Margins to Net Cash
from Operating Activities:
Depreciation and Amortization (Including charged to other accounts)
Income from Affiliated Company
Noncash Income from Associated Organizations
APBO Net Periodic Cost
Gain on Sale of Assets
Deferred Charges
Deferred Income Taxes
Deferred Credits
Accounts Receivable
Materials
Other Current Assets
Other Non-Current Assets
Non-Current Deferred Income Tax Liabilities
Accounts Payable and Accrued Liabilities
Net Cash From Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Additions to Plantin Service
Salvage Value of Retirements and Other Credits (Net of Removal Costs)
Investments in Associated Organizations
Capital Contributions to Affiliated Companies
Distributions Received from Affiliated Companies
Net Cash From Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES
Payments on Long-Term Debt to RUS
Payments on Long-Term Debt to RTB
Net Activity on RUS Cushion of Credit
Memberships
APBO Plan Premium Payments
Patronage Capital Retired

Net Cash From Financing Activities

CHANGE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS - END OF YEAR

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash Paid During the Year for:
Interest
Income Taxes

SUPPLEMENTAL DISCLOSURE OF NONCASH INVESTING AND FINANCING ACTIVITIES
During the years ended December 31, 2015 and 2014, the Cooperative recorded a decrease in its post-
retirement benefits obligation and a corresponding change in comprehensive income in the amount of NG

and $ JNEE respectively.
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BOLINGER, SEGARS, GILBERT & Moss, L.L.P.

CERTIFIED PURLIC ACCOUNTANTS
PHONK: (BDS8) 747-2RD&

FAX: (BOS&) 747-3815
B215 NARKHVILLE AVENUE

LUBBOCK, TEXAS 79423-1954

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF THE CONSOLIDATED FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Directors
Valley Telephone Cooperative, Inc.
Willcox, Arizona

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroiler General of the United States, the consolidated financial statements of Valley
Telephone Cooperative, Inc. and Subsidiaries as of and for the year ended December 31, 2015, and the
related notes to the financial statements, which comprise of the Cooperative’s basic consolidated financial
statements, and have issued our report thereon dated March 17, 2016.

Internal Control Over Financial Reporting

Management of the Cooperative and Subsidiaries is responsible for establishing and maintaining effective
internal control over financial reporting. In planning and performing our audit of the consolidated financial
statements, we considered Valley Telephone Cooperative, Inc.'s internal control over financial reporting
(internal control) to determine the audit procedures that are appropriate in the circumstances for the
purpose of expressing our opinion on the consolidated financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Cooperative’s internal control. Accordingly, we do not
express an opinion on the effectiveness of the Cooperative’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control such that there is a reasonable possibility that a material misstatement of the Cooperative’s
financial statements will not be prevented, or detected and corrected on a timely basis.

Our consideration of the internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be deficiencies,
significant deficiencies, or material weaknesses. Given these limitations, during our audit we did not identify
any deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Cooperative’s consolidated financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the resuits of that testing, and not to provide an opinion of the effectiveness of the entity’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose. This report is intended for the information of the
Board of Directors, management, Rural Utilities Services, and supplemental lenders, and is not intended
to be and should not be used by anyone other than these specified parties.

Boliongan, Begurs, Lithel § Pllue 417

Certified Public Accountants

Lubbock, Texas

March 17, 2016




